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c) That I wholeheartedly supported the A@min%s-
tration's policy of encouraging female and minority
appointments.

4) After substantial debate, I was confirmed by the
Senate on July 29.

On August 1, I had a telephone conversation with Mr.
Butler relative to the existing Board vacancy and next
appointment. As I wanted to move ahead as quickly as possible
to obtain the support I needed on this three member Board, I
stated that I felt we must keep the selection an open one,
and that we should consider as promptly as possible all poten-
tial nominees. I confirmed this conversation with a letter
on August 3, saying, among other things:

"...we should go through the selection process and
not merely pick what would appear to be a predeter-
mined person. This not only helped verify the true
fact that we had no prior commitment, but I believe
it also helped us to be certain that we are making
the right recommendation to the President."

My letter of August 3 further requested that no decision
be made until after August 15, when I would be sworn in as
Chairman and could sit down and discuss the issue in person.

5) After I became Chairman on August 16, I received a
call from Mr. Butler saying it had been decided to proceed
with the appointment of Mr. Perry. I stated that I felt that
this was not in accordance with our agreement and asked for
a prompt meeting with Hamilton Jordan, which was held on
August 24. At this meeting I again pointed out the reasons
why I thought it would be a mistake to appoint Mr. Perry,
namely: ‘

a) He would face very substantial opposition from

some members of the Senate Banking Committee because

he is clearly identified with the past practices of the
Board, which practices have been heavily criticized by
consumer groups as well as those members of the Banking
Committee. Accordingly, there is a real risk of his
defeat by the Banking Committee and in my judgment this
is a risk which should not be assumed.

b) It was my judgment that we could f£ind people who
could better help carry out the new policies of the
Administration and the Board, which I had promised to
implement at an early date;
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c) The policy of the Administration which I
strongly support is to make female and minority
appointments whenever possible, and I felt that this
was an ideal circumstance for such an appointment.

d) My position with Congress will be considerably
weakened since I had represented to the Committee
that new policies and directions would be undertaken
by the Board.

I was then advised the issue would be reconsidered
and I would receive a telephone call.

6) Having heard nothing further, I telephoned Mr.
Butler on August 31. He told me of strong pressure to
appoint Mr. Perry and that, as a matter of fact, his
appointment was now being processed. I told him I felt
it was improper and violated my understanding with the
Administration. I asked that it be deferred until I could
talk to you. I again talked to Mr. Butler last night, at
which time he asked that I write this letter.

As Chairman of an independent government agency, I feel I
have an obligation to state my position clearly to you.
The Federal Home Loan Bank Board has only three members;
the choice of the other Democratic member is critical to
the success of the Board during your Administration. I
would be pleased to meet with you personally, but I wanted
to be sure that you had some immediate basic facts in
writing before any further decisions are made.

Respectfully,

W { ' by ﬂ\éuégo

Robert H. McKinney
Chairman
Federal Home Loan Bank Board

(Dictated by Robert McKinney by
telephone from Indianapolis 9/2/77.)
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MEMORANDUM TO THE PRESIDENT
FROM: Jody Powell

SUBJECT: ©Shrill Defense

Attached 1is:

1. New Republic article

2. Bob Lipshutz's memo on the article

3. The response to New Republic to be
carried with the article in its Monday
issue

4. The lengthier response, in column format

under Bob's and my names, for papers
which have carried the article without
any response.
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DEPARTMENT OF STATE

Washington, D.C. 20520

August 15, 1977

SUBJECT: Comparison of the 1967 and 1977 Panama
Canal Agreements

In several important respects the 1967 and 1977 Panama
Canal agreements are similar. In both agreements,
operation of the Canal is to be in the hands of an ad-
ministrative entity which will be controlled by the United
States but in which Panama will participate. The entity
has a board of directors, a majority of whom are Americans.
Of the two top executive positions in the entity, one is

to be held by an American and one by a Panamanian. Panama
and the United States will jointly provide for canal
defense, but the United States retains the right to act
unilaterally as it may deem necessary to protect the Canal.
The Canal Zone is to be abolished. Areas within the former
Canal Zone will be reserved for canal operation and defense
(i.e., military bases). The canal is to be operated on a
neutral and non-discriminatory basis. These arrangements
have a fixed termination date.

The principal differences between the two agreements are:

-- The canal administrative entity in the new agreement
will be a U.S. Government Agency established by U.S. law;
and all members of its board of directors, both U.S. and
Panamanian, will be appointed by the United States. 1In
the 1967 agreement, the entity was a binational body, with
each country appointing its own directors.

--The new agreement includes a separate neutrality treaty
of indefinite duration which leaves the United States free
to act as it deems appropriate to protect the neutrality
of the canal. In the 1967 agreement, the provisions for

neutrality were part of a defense treaty which terminated
in 2004.

~- Panama will have general territorial jurisdiction over
the entire area of the Canal Zone under the new agreement.
The 1967 agreement reserved large areas of jurisdiction to
the bi-national canal administrative entity in those areas
reserved for canal operation.
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September 6, 1977

MEMORANDUM FOR THE PRESIDENT
FROM: ROBERT LIPSHUTZ/ﬁ %

SUBJECT: Report of the Comptroller, dated
September 7, 1977, Relating to Bert Lance

We have just received a copy of this second report from
the Comptroller, and it has also been delivered to
Senators Ribicoff and Percy. I assume it will become a
matter of public knowledge very shortly.

With reference to the National Bank of Georgia airplane
matter, this is not covered by the report because the
entire file has been referred by the Comptroller to the
Justice Department and the Internal Revenue Service,
rather than to the Senate committee. Presumably it is
"sealed" and, therefore, not available to anyone except
Justice and IRS at this time. It is my understanding
that Justice will make a request that that particular.
subject matter not be publicly discussed because of
the possible effect upon the various parties involved;
as you are aware this is the usual position that both
the Department of Justice and IRS take with regard to
matters under investigation by them. Referrals of
possible violations will also probably be made to the
Federal Election Commission.

The referral to Justice will undoubtedly increase pressure
for the appointment of a Special Prosecutor, because of
Lance's government position and the leadership of Justice
by Griffin Bell and Mike Egan, fellow Georgians.

With reference to the internal investigation of the

Office of the Comptroller, this is continuing and not

yet ready for publication because Bert Lance himself

has not been interviewed. It is possible that this will
be completed during the current week, but I am not certain
that it will be. 1In the meantime, Deputy Comptroller
Bloom and Regional Director Tarleton and others testified
before a House committee on some aspects of this matter
today.

Ele ot pyh »
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MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT S;{\A’
SUBJECT: Domestic Policy Staff Weekly

Status Report

NATURAL RESOURCES

Water Projects: Strategy memorandum in preparation.

Mining Law Reform: Decision memo in preparation for you
on disagreements between Commerce, OMB and others on
Interior's draft bill.

Alaska Land Designations: Interior proposal for designation
of Parks, Refuges, Forests, Wild and Scenic Rivers and
Wilderness in Alaska will be subject to interagency and
OMB's comment next week. Unresolved disagreements will be
forwarded to you in a decision memorandum shortly after®
September 7 interagency meeting.

ECONOMICS AND BUSINESS

Tax Reform: We continue to consult with Treasury, CEA and
outside experts such as Joe Pechman and Stanley Surrey.

Trade Adjustment Assistance: We are working with Commerce,
STR, and the agencies on a general TAA program. The paper
should clear interagency review within the next several weeks
and we will have a decision memo to you shortly thereafter.

GSP-OPEC: We are working with NSC and the Vice President's
office to coordinate consultation on the Mondale Option with
Congress and some of the OPEC countries.



COMMUNICATIONS

Telephone Interception: We have worked with NSC and other
agencles on a policy to deal with foreign interception of
the domestic telephone system. The issue is being discussed
at the Cabinet level preparatory to sending you a decision
memo and a draft public statement.

Public Broadcasting: We have worked out proposals for
reauthorizaticon legislation with OMB and HEW, and the
decision memo is on the way to you.

Reorganization: We are working with OMB and Commerce on the
charter and budget of the new Assistant Secretary of Commerce,
who will replace the Office of Telecommunications Policy.
Commerce expects to get you a recommendation on that appoint-
ment in September.

ENERGY

Nuclear Licensing Reform: Comments on working draft of
legislation due September 6. Revised draft planned to be
circulated at the National Governor's Conference on September
7-8.

Alcan Natural Gas Pipeline: Last week's Schlesinger-MacEachen
meeting resolved all but one of the major issues in the U.S.-
Canada negotiations. Staff level talks are continuing and

a final Schlesinger-MacEachen meeting is now scheduled for
Thursday.

Clinch River Breeder Reactor: Continuing to work with Frank
Moore's staff on strategy for House floor vote. Moore and
Jim Free's memo of August 31 to you summarizes vote count and
suggests further actions.

Japanese Negotiations on Non-proliferation: Consulting with
Zbig on progress of negotiations with Japanese on reprocessing
and other non-proliferation initiatives. Memo to you containing
our comments will be submitted today.

HEALTH

National Health Insurance: We have met with HEW to work out
a timetable for the preparation of the Administration's NHI

proposal. The next meeting of the HEW Advisory Committee on
National Health Insurance will be in Canada on September 8 and 9.

Privacy Protection Study Commission: We are reviewing the
comments of the agencies on the Privacy Protection Study
Commission.




CIVIL RIGHTS AND JUSTICE

Undocumented Aliens: We will consult with Justice Department
as they write the legislation.

Handguns: We will review the draft legislation with Justice,
OMB and others.

Morris Dees Memo on Death Penalty: We will meet with Justice
and comment on the memo within the next two weeks.

CIVIL SERVICE MATTERS

Hatch Act Reform: Hearings are being held in the Senate.
We are working with the Civil Service Commission and Senate
staff on policy development. Also coordinating with Frank
Moore's staff on legislative strategy.

INTEGRITY AND OPENNESS MATTERS

Executive Order on Logging: Memo prepared by Justice has
been reviewed. Justice draft has been redrafted by the
Executive Office Working Group and circulated for comment
to agencies. Target date is immediately after Congress'
return.

Lobby Reform: House Committee is in mark-up, and we sent
proposed language on executive branch lobbying developed with
OMB and Justice to the Hill.

Revision of Security Classification System: We have consulted
with NSC and the agencies on the questions you raised and are
sending you a memo. A draft of the executive order will be
ready to circulate to the agencies and to groups outside the
government next week.

Public Officials Integrity Act: We are working with Frank's
staff, Justice, CSC and the Speaker's office to secure House
passage this year.

Funding for Printing of Federal Register and Code of Federal
Regulations: GSA has changed their positilion on this. They
are working on a memo that will be in to you soon.

OSHA Reform: We are working with OMB, CEA and DOL to establish
an interagency task force as approved by you.




CONSUMER MATTERS

Agency for Consumer Protection: We are working with Esther
Peterson, OMB and Frank's staff to develop strategy for
initiating House action.

Class Action: We are working with Esther Peterson and Justice
to review recently-introduced consumer class action bills and
to develop an Administration's position. We are working with
Esther Peterson, Frank's staff and Justice to help enact the
FTC Improvements Act.

REGULATORY REFORM PROJECTS

Regulatory Reform: The Reorganization Project has redrafted
the proposed guidelines on writing and "sunsetting" regulations
to incorporate your comments as well as the comments received
from the Cabinet. A draft Executive Order will be circulated
soon.

Surface Transport Reform: Following your meeting with
Secretary Adams, a task force is studying and preparing a
decision memo for you on surface transport reform options.

Airline Regulatory Reform: We are continuing to assist the
Senate committee in revising the air bill. The committee will
probably report the bill this month.

Financial Institutions Regulations: We are working with
Treasury, HUD, OMB and CEA to develop a format for approaching
the new reform agenda in this area beyond NOW account legislation
now on Capitol Hill.

TRANSPORTATION

International Air Negotiations: I will be working with DOT,
State, CAB and STR on further analysis of the responsibility
in International Air Negotiations.

Concorde: Options memo will be prepared for you relating to
a proposed national noise rule for supersonic transports.

Urban Policy: We are working with DOT to develop the trans-
portation component for the community and economic development
portion of the urban policy statement.




MINORITY BUSINESS

Public Works Act Setaside: Information memo on status of
Public Works Act minority business setaside and the SBA 8(a)
reform program is on the way to you.

Minority Business Initiatives: Working with Fallows to
prepare statement incorporating your decisions on Administra-
tion action in this area. Statement to be submitted to you
soon.

Small Business Investment Act: Working with OMB, SBA and
Commerce tO prepare memo on the Administration's position
on Parren Mitchell's bill to provide additional federal
government support for minority enterprise small business
investment companies. Memo to you by September 8.

EDUCATION

International Education: Working with HEW in creating the
Presidential Commission on International Education which
grew out of a U.S. commitment at the Helsinki conference
last year.

Expiring Legislation: Initial proposals for expiring legis-
lation will be availlable soon.

Comprehensive Education Policy: We are working with FICE
in developing a draft report of the Federal Interagency Com-
mittee on federal education policy and programs.

Service Academies: We will have a full report on the study

you requested of the curricular offerings at service academies
soon.

WOMEN

We are continuing work with OMB and agency task forces con-
cerned with women's equity in government operations and public
policy development. As proposals are ready, we will continue
to forward them to you.

AGRICULTURE AND RURAL DEVELOPMENT

Sugar: We have encountered a delay in getting Justice Depart-
ment approval of the interim payment programs proposed by
USDA. We expect to have a decision memo to you today.

World Hunger: We are continuing to work with Bourne, NSC,
OSTP, OMB and CEA to outline a suggested approach to this

issue. We are planning to have an agreed-on paper to you
within the next 10 days.




Farm Bill: A description and assessment of the bill is under-
way, 1in anticipation of receipt of enrolled bill late this
month.

Drought Assistance: Working with USDA and Jack Watson to
prepare an options paper on where we go following expiration
of temporary drought relief authority.

HUMAN RESOURCES

Social Security: We are working with HEW to convince the
Finance Committee not to combine the Social Security financing
measures with H.R. 7200. We are also helping to organize op-
position to the welfare amendments of H.R. 7200 which seriously
disadvantage welfare recipients. We expect that some members
of the committee may request your position on these issues

soon after Congress returns.

Veterans Hospital Study: We are sending to you today the
transmittal letter from Max Cleland to the Congress on the

VA response to the National Academy of Sciences report on

the VA hospital system. Certain aspects of the response to
the report will be dealt with as part of the FY 1979 budget
and others as part of an interagency effort to determine what
the role of federal hospitals (VA, Public Health Service,
Indian and DOD) should be after the introduction of National
Health Insurance.

Age Discrimination: We expect to have a proposal from the
Labor Department on eliminating mandatory retirement before
age 70 within the next several weeks. We are coordinating
the review by interested departments and expect there will be
some strong differences of opinion.

Welfare Reform: We are currently reviewing a draft of the
welfare reform bill from HEW. We are also working with

HEW, Labor and OMB to resolve gquestions on the administrative
structure of the program. One issue we are exploring is the
possibility of moving forward the implementation date by
beginning the process prior to enactment of the legislation.

HOUSING AND URBAN DEVELOPMENT

SEC Report on N.Y. - Municipal Bond Disclosure: Memo to you
September 12 outlining reform proposals in response to SEC
report.




ﬂ%x?/g
Moynihan Report on New York State - Federal Relations: /%JL
Analysis to be complete September 12.

Urban Policy: We are working with HUD in formulating urban
policy initiatives. OQur initial objective is to identify
proposals for the FY '79 budget by September 15. The initial
reports of our task forces are due soon.

Citizen Action and Volunteerism: Working with Vice President’s
Staff, ACTION, CSA, HUD and Agriculture on suggestions for
national voluntary initiatives and citizen action in cities

and rural areas. Option paper early this month.

Neighborhood Commission: Appointments to be made before
October 1. Commission can help in proposing policy options
for city revitalization.

LABOR

Humphrey-Hawkins: Along with CEA staff, we have reviewed
a redraft of our proposed bill received from Humphrey and
Hawkins' staff. We remain far apart but intend to pursue
the negotiation at the staff level.

MISCELLANEOUS

Foreign Gifts: Working with GSA to prepare draft of guide-
lines for government agencies regarding receipt of foreign
gifts. Memo to you within a few weeks.

g 2
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MEMORANDUM FOR THE PRESIDENT

s S
FROM: Charlie Schultze C&
SUBJECT: Tomorrow's Release of Department of Commerce
Survey of Business Plant and Equipment
Expenditures

Tomorrow afternoon the Department of Commerce will
release their survey of business plans to invest in
plant and equipment during 1977. The survey was
conducted in late July and August.

The survey shows that businessmen plan to spend on
plant and equipment 13.3 percent more in 1977 than they":
did in 1976. (Adjusted for inflation this is about an
8 percent rise, year over year.)

This survey revises upward by 1 percentage point an
April-May survey which reported a 12.3 percent spending
increase. Since all of the revision came in the last two
quarters of the year, the upward revision for those quarters
is proportionately larger than for the year as a whole.

The survey, however, is by no means unalloyed good news.
In our forecasts for the last half of 1977 we had been
counting on an even larger upward revision.

o adjusted for inflation the survey predicts
an increase in plant and equipment investment
of 6-1/2 percent from 20-1977 to 4Q-1977.

o our latest forecast of 5 percent economic growth
for the second half of the year assumed an
8-81/2 percent rise in such investment during
that period.

o thus, the survey falls short of our hopes.












Attachment A

Department of Labor Summary Report
on Black Employment

The problem of black unemployment has two parts: (1) a
fundamental long run problem; and (2) a less serious short
run problem.

Black Unemployment in the Long Run

From 1966 to 1976, black employment grew by roughly the same
percentage as white employment despite a much larger rate of
growth in the black population of working age.

This imbalance did not cause black unemployment to increase
substantially relative to white unemployment because the
labor force participation rate for blacks fell sharply.
Thus, the black labor force grew more slowly than the black
population.

Change in Population, Labor Force and Employment
Between 1966 and 1976

Black Wwhite

(1) Percentage growth in noninstitutional

population age 16 and over 35.9 18.3
(2) Percentage growth in Labor Force 28.3 24,7
{(3) Percentage growth in Employment 20.2 20.0

The Short Run Problem

Over the past 12 months, however, black participation

grew by .6 percentage points and caused the black labor
force to grow by 3.8% over the year. This sudden surge in
blacks seeking work is the major determinant of the recent
increase in unemployment.

While no one knows whether the surge will continue, it is
clear labor force participation by blacks will not decline
forever. At some point, the economy will be called upon to
provide jobs for a black labor force that is growing at a
much more rapid rate than the white labor force. The
problem is most severe for black teenagers but is also
apparent in the figures for adult black males. (see table 1)

In addition to the large recent growth in the black labor
force, black employment increased more slowly than that of
whites in the last 12 months. This factor, together with
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Table 1

Growth Characteristics

Black and White Population Labor Forc: ployment

White Black
Percent change 1966-1976
Total Male 20+ Female 20+ Teen Total Male 20+ TFemale 20+ Teen

Civilian

Noninstitu-

tional Popu-

lation 18.3 19.2 17.8 17.6 35.9 32.0 37.3 43.0
Labor Force 24.7 14.5 40.4 37.9 28.3 19.7 39.9 27.7
Participation 5.5 -3.8 19.1 17.3 -5.6 ~9.4 2.1 -10.5

Fiployment 20.0  10.9 35.3 29.1 20.2  12.5 32.9 @



Current Programs

CETA is the primary Federal program aimed at alleviating the
problem of unemployment for both blacks and whites. When
passed in 1973 CETA represented a reversal of the highly
centralized categorical approach employed in earlier legis-
lation such as MDTA. C("T™A was decentralized. Block grants
to state and local authurities enabled them to design and
operate programs suited to meet the needs of their local
constituencies.

CETA's decentralization, however, limited Federal targeting
of aid. During the first three years under CETA the percentage

of participation by blacks in CETA programs fell from previous
MDTA levels.

The 1976 CETA amendments and the expansion of CETA contained
in the Administration's stimulus pac'-1ge have made CETA more
target~“ . Black participation under the various titles has
increased. As CETA programs expand further, targeting, and
thus minority participation, will increase.

New Possibilities

The policy stands taken by the President in response to
the high increase in black unemployment should:

(1) Provide quick and visible results.

(2) Be the initial step towards a long run solution;
and

(3) Be consistent with the Administration's basic
fiscal strategy.

Thus, the policy stand should not require substantive
legislation. There are basically three options:

(1) Hasten things we were going to do anyway;
(2) Expand existing programs;

(3) Improve administration of existing programs.



Options Which Hasten Implementation of Planned Programs

Option 1 - Continue the buildup of Title VI and II type PSE
jobs instead of stopping, as currently planned,
at 725,000 slots in February of 1978.

If the buildup continues at the rate of 30,000 a month,

the planned ceiling of 1,450,000 slots for welfare reform
and countercyclicial PSE would be reached in February 1980.
That additional buildup would cost about $750,000,000 in FY
1978. We could either ask for a 77 supplemental or for a
supplemental in 1978. The accelerated buildup would not
alter the 1981 budget, but would provide some extra stimulus
early, and thus, improve the chances of achieving full
employment in 1981.

Option 2 - Accelerated implementation of welfare reform either

separately or as part of option 1.

We could test welfare reform by accelerating implemen-
tation in areas with especially high unemployment rates.
This test would replace our current request for $255,000,000
for demonstration projects and we could use those monies to
saturate target areas and to provide guarantees to principal
earners and families with children.

Expand Present Programs

Option 1 - Expand youth programs in FY 1978.

The President's budget request for the Department of Labor
for FY 1978 included an additional $500,000,000 for youth
programs to be conducted under the recently enacted Youth
Employment and Demonstration Projects Act. Neither the
House or the Senate included the additional $500,000,000
requested by the President. A supplemental appropriation
would be necessary for these funds.

Ehunﬂlntﬁerpyhﬁado
for Preservation Purposes



Option 2 - Apprenticeship legislation.

The Department of Labor is well advanced in the preparation
of proposed legislative initiatives to expand, improve and
modernize apprenticeship training efforts. Current draft
legislation has been distributed to the Federal Committee on
Apprenticeship for review and comment. The review process
can be expedited to allow for early introduction of an
appropriate amendment to the National Apprenticeship Act at
the beginning of the 2nd Session of the 95th Congress. The
draft bill is designed to expand apprenticeship opportunities,
particularly for minority youth, young veterans, and women
in both the private and public sector of the labor force.

Improvement of Existing Programs

Option 1 - A targeted supplement for additional materials,
equipment, and supervision

The current Title VI program allows 15% overhead. Even under
welfare reform we are only allowing 30% for fringes and
overhead.

The Administration could seek additional funds to pay for
equipment and supervision for HUD or Commerce-approved
projects that use CETA employees as part of a comprehensive
plan for disadvantaged communities.

Option 2 - Improve targeting of FY 1978 CETA Discretionary
Funds

Based on the conference report for the DOL HEW appropria-
tions for 1978, the Secretary of Labor has access to
approximately $277,500,000 of discretionary funds. The
Department will reexamine current plans for deployment of
all discretionary resources (including those currently
available under Title III, part 3 to more sharply focus
their use on activities targeted towards alleviating the
unemployment problems of minority youth. However, it must
be recognized that the options are severely limited for
reprogramming the current anticipated levels of funding due
to multi year commitments and legislative mandates.



sSummary

The Department of Labor will move as rapidly as possible to
implement the Youth Eployment and Demonstration Projects Act
of 1977, utilizing funds currently available. We will also
admonish the units of State and local government who are
prime sponsors under the Comprehensive Employment and
Training Act to more vigorously pursue local programs and
policies that target resources and programs to minority
youth. We recommend that serious consideration be given to
the additional initiatives and options suggested above and
described more fully in Attachment B.

It must be recognized, however, that adoption of the suggested
initiatives would call for substantial additional budget
authority in Fiscal Years 1978 and 1979. 1In addition to
approximately $8.0 billion in Fiscal Year 1979 to ultimately
increase and sustain the public service employment programs
under the Comprehensive Employment and Training Act to a

level of 1.4 million participants (which is the level
anticipated under the proposed Better Jobs and Income Act),

we are proposing that the $1.7 billion that you had previously
requested for Fiscal Year 1978 for youth programs and for
public service employment programs be added in a supplemental
request for Fiscal Year 1978. This amount would provide for
approximately 115,000 additional jobs and training oppor-
tunities for minority youth. Further, we are suggesting

that you consider adding another $750,000,000 in the supple-
mental for the Youth Employment and Training Programs under
subpart 3 of Part C of CETA Title III. These funds would
provide approximately 125,000 additional employment and
training positions for youth, the majority of whom would be
members of the minorities, by the end of Fiscal year 1978.

In addition to the above Fiscal Year 1978 budgetary and cost
considerations, adoption of these initiatives would have
serious implications on the Funding levels required for
Fiscal Year 1979. While some of the program initiatives can
be phased down as general economic conditions improve, there
would be an implicit requirement to request supplementary
Fiscal Year 1979 funding to carry forward and/or phase down
program activities during the last part of that year.
However, given current estimates of the size of the shortfall
in federal spending, there are ample funds available for
financing these program improvements.
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September 6. If possible, the issuance of the REP will be

moved ahead to mid-September from the current planned date

of the first week of October. This will also accelerate the
submittal of project proposals to a date of October 15 or
November 1. The time span for selection of projects, currently
scheduled for November 16 through December 15, can be shortened
to a 2-week period so that final selection of projects may be
accomplished by mid-November or, at the latest, December 1.
Contracts (grants) could than be issued by December 15, allow-
ing the prime sponsors to establish the management structure,
train staff, and be geared up for instant enrollment at the
beginning of the second semester. Project selection can
emphasize those prime sponsor areas having high concentrations
of minority unemployment. Programmatically this doesn't accel-
erate enrollment, but should make prime sponsor project start-up
smoother and more rapid after the new semester begins. The
current schedule does not allow for the project start-up time
that the sponsors will need between the issuance of the contract
(grant) and the initial enrollment date.

Subpart 2 (YCCIP) and subpart 3 (YETP): Considerable accel-
eration of effort is possible for these two subparts., First
and foremost, publication of regulations can be moved up and
made effective immediately (instead of as proposed rule-making
with a 30 day comment period). Two drafts have already been
circulated for review and comment. Preparation of the final
draft will be expedited and the regulations will be published
by September 23, effective immediately subject to future
revision. A second major savings in time can be achieved by
getting the grant package out by September 15 (as opposed to the
initial planned date of September 30). Prime sponsor planning
time can be shortened from 6 weeks to 4 (with certain required
consultations taking place concurrently with regional office
review) moving the plan submittal deadline ahead to October 15.
Regional office review and funding time can also be accelerated
and compressed so that enrollees can begin entering the programs
not later than November 15 for the last prime sponsors funded.
With the regulations published on September 23, those prime
sponsors who are "ready to go" could conceivably have plans
submitted, approved, and funded as early as October 15. This
compressed timeframe assumes that the prime sponsor plans may
be subject to substantial modification in the early months,
imposing an additional workload burden on the regional offices.
It is suggested that the gains for the Department and the
Administration in terms of public image and credibility more
than offset the impacts of "lack of program purity" and
increased regional and national office workloads.

Further, if the President's request for full-funding of YEDPA
at the $1.5 billion level is accepted (see item 1 of the
Additional Initiatives/Options below), the prime sponsors can
develop their plans on the basis of full-funding. 1In its
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ADDITIONAL INITIATIVES/NPTIONS:

1. Funding for Youth programs in Fiscal Year 1978 - appropria-
tions:

The President's budget request for Department of Labor appropria-
tions for Fiscal Year 1978 included an additional $500 million
for the youth programs to be conducted under the recently enacted
Youth Employment and Demonstration Project Act. This request for
$500 million, together with the $1 billion appropriated for Youth
initiatives under the Economic Stimulus Appropriations Act, would
provide the full funding anticipated by the Administration and
Congress for the YEDPA programs.

In consideration of the DOL/HEW appropriations bill, neither the
House nor the Senate included the additional $500 million requested
by the President. The appropriations bill has not as yet cleared
Congress and it is still possible for an amendment to be offered,
adding the requested full funding amount of $500 million.

It is recommended that the President send an urgent message to
Congress requesting appropriations of the full amount requested

for youth programs as an amendment to the Conference bill on
DOL/HEW appropriations. The Presidential message would indicate
that the additional $500 million requested would be used for FY 1978
outlays —-- not carried forward to the FY 1979 outlays.

With the Congressional intent to adjourn in mid-October, and the
necessity for Congress to pass an appropriations bill for DOL/DHEW
prior to adjournment (or a continuing resolution for the two Depart-
ments), the probability for securing the full-funding levels of
budget authority are reasonably good. The Appropriations Committee
did not consider the requested $500 million primarily because the
outlays for youth programs did not, in their judgement, warrant
additional funding at the time the appropriations bill was being
considered. At this time, with a strong Administration commit-
ment, full-funding would seem justified. Should the Conference
bill for DOL/DHEW appropriations successfully clear Congress, the
$500 million could be adopted as a floor amendment (assuming that
the leadership can avoid a point of order). Should FY 1978 funding
for DOL and DHEW be provided under a continuing resolution, appro-
priate language and budget authority could be provided in the
resolution.

In either case, a Presidential message should be sent to Congress
requesting the additional $500 million to be added in accordance
with the President's original request, with a Presidential commit-
ment that outlays would occur in FY 1978.
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2. Funding for publi~ service employment programs in Fiscal
Year 1978 - appropriations:
£

The President's budget request for DOL appropriations also included
an additional $1.2 billion for FY 1978 to sustain and expand public
service employment program levels. Again, the Appropriations
Committees did not act on this request and the Conference Report

on DOL/DHEW appropriations does not include these funds requested
by the President. -

It is recommended that the President send an urgent message to
Congress asking that the full amount initially requested for public
service employment appropriations be provided as an amendment to
the DOL/DHEW appropriations bill (or continuing resolution). Again,
the Presidential message should indicate that the PSE expansion
under the Economic Stimulus appropriation has moved forward more
rapidly than anticipated and that the CETA system can absorb the
additional $1.2 billion in budget authority for FY 1979 outlay.

The Appropriations Committees did not provide the requested $1.2
billion primarily because of the rapid action on the Economic
Stimulus Appropriations bill and the concern that the funds could
not be utilized by the CETA system during FY 1978. The PSE build-
up has, however, proceeded on or ahead of schedule and the system
can readily absorb the additional $1.2 billion which the President
originally requested.

3. Fiscal Year 1978 supplemental funding for Youth programs:

By January, 1978, the YEDPA programs for youth should be rapidly
expanding. All funds should have been obligated, except for

small residual amounts held in reserve for discretionary purposes.
At the time the President submits his budget requests for Fiscal
Year )79, it is recommended that a request for a Fiscal Year 1978
supplemental be transmitted to provide additional funding for the
part C subpart 3 (YETP) program which is best suited to target
resources to minority youth. The Youth Employment and Training
Programs under Part C subpart 3 of title III of CETA have appro-
priations authorizations only for FY 1978. The supplemental request
should include language limiting its use to Part C subpart 3.

The FY )78 supplemental should be requested to carry forward and
expand the program initiatives, thus allowing Congress adequate
time for consideration of legislation extending CETA authorizations
for FY 1979 and 1980. The Department of Labor does not plan major
modifications of the title III Part C programs in its proposals for
CETA extension; therefore, the supplemental funding request would
be used under current legislative authority and would not disrupt
local program activities.

































